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SACRAMENTO UPDATE

Senator Responds to Governor’s Vehicle License Fee Backfill Action

The saga of the Vehicle License Fee (VLF) backfill continued today as Senator
Wes Chesbro, Chair of the Joint Legislative Budget Committee, issued a letter to the
Director of Finance stating that their Section 27 letter regarding VLF backfill does not meet
the letter or the intent of Section 27, and is not appropriate.

The letter goes on to give the specific reasoning behind the Senator’s conclusion:
Section 27 is limited in application to nondiscretionary spending and unanticipated
expenditures in an existing program; and more importantly, that Section 27 does not
provide appropriation authority. The letter closes with a statement that the “administration’s
proposal represents a flagrant misuse of Section 27 and a serious infringement of
legislative powers.”

Department of Finance Authorizes Additional Federal Funds for Child Support

In addition, our Sacramento Advocates have learned that the Department of Finance (DOF)
has authorized appropriation of $19.8 million in additional Federal Trust Fund expenditure
authority. It is our understanding that approximately $2.7 million of this amount will come to
the County Department of Child Support. The DOF letter is attached.

Secto Update 122303 “To Enrich LivesThroughEffectiveAndCaring Service”



EachSupervisor
December23, 2003
Page2

We wilT continue to keep you informed.

DEJ:GK
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Attachments

c: Executive Officer, Board of Supervisors
County CounseT
Local 660
All Department Heads
Legislative Strategist
Coalition of County Unions
California Contract Cities Association
Independent Cities Association
League of California Cities
City Managers Associations
Buddy Program Participants

SactoUpdateI 22303
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December23, 2003

IlvIs. Donna Arduin, Directtn
T)epartntentof Finance
Room 1145,StateCapitol
Sacnnnento,California 95814

Dear Ms. Ardnin:

a letter datedDecember18, 2003~you notiaedme, pursuant -to Section2700 of the
2003-048uAgetAct, of your iritenhon to increaseGeneralPm-id payments to local
governments(“Vthide License Fee [VLFJ bacicfilr’) by 52-652billicit You noted your
intention to provide $14&B million of thia amount through reductions from otht~

hudgetatyappropriations. You alsocontended that the action requires anemergency
authorization.

I find the requestdoesnot meet the letter or intnnt of Section27XJ0 and s
irtapproptiate. Below, I outline Section 271)0’sintended Useand my concernswith your
proposal.

Section 27.00’s Authority

Use of Scction 27.00 Is Limited. Sedion27.00is alimited delegaUnnof ~egisiative
powers to allow the administration to addressunexpectedcircu xathncc~after the
-pa5sageof thebudget. Through the section,the adirthusixation canbe given the
authority to spendfunds a! a rate that will requite a subsequentdeficiency
appwpriation by the Legislature. Theuseof die aection is limited by aninnber of
criteria, inc]uding
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Casesof nondiscretiona~yspending.

Cases o unanticipatedexpensesin anexis~ngprogtazn.

Section27.00 is intended to allow adjustmentswhen programcostsexceedtheir
budget estimates(suchusaninceascin theprogram’s caseload)or the state -

cxpeiiEencesa disaster(theSouthernCalifornia fires earlier this year). Tn other words, it
is intended to allow adjustrrrentsto spendinganwiunts,consistentwith theLegizhzture’s
policy objectivesasreflected itt theannualbudget. It ~ not intended to provide an
2lteznativeto the regular budgetprocessfor changingpolicy decisions.

Section 27.00 Does Not Provide Appropriaffcins. When aSection27.00requestis
aut1~orized,the appropriation for theaffethld budgetitem isnot automatically
jnEreasedRather, thedeficiency authorizationonly perimts theadminislntion to spend
at ante whicIr would necessitatean adcU-tionalappropriation, Itt order to receivethe
increasedappropriation, Section27.00specifically requires theLegislatureto approve
an appropriationblilby March 1,2004(for those deficienciesauthorizedprior sio the
releaseof the Covexnor’~JanuarylU budget). This deficiency bill is themain mechanism
for theLegisiature to exerciseits cnnstitueionalpower of appropriation. -

EincrgtnzcyActionii. In mostcases,a deficiency requires notification to the
Legislature 30 dayspriar to the authorizationbeing finalized. TheLegislature usesthis
time to evaluatethe proposaland Mce appropr~ateaction.In evenrouselhnited
circumstances,Section 27.00allow~flOP to authorizedeficienciesinvoltg emergency
expenditures Energendesare definedasconditions of “disaster or extremeperil that
threat-enthehealthor safetyof personsor prop~rtywithin thestate.”In casesof
emergencies.DO? is required to notify the Legislature within ten days afterflop has
approved the emergencyexpenditure.

Ability to TransferPunds.In order to avoid theneedfor a deficiency,
Section27110 (b) allows DOP to transfer funds from oneitem of appropriation (up to
5 percentof its total) to other items of apprcpriattorr. In thesecases,flOP must provide
the Legislature30 daysto review the transFers.

ProposM Raises Serious Concerns

I haveseveralseriousconcernswith your proposal.

Proposal I� Not a Deficiency. Under thebasicVLB backfill statute.finds to local
goverumenisaxeprovided throughacozuinuóusappropriation(ilimin ating theneed
~or an annualbudgetappropriation).To prev~ntthiscontinuousappropriation
authority from being exercisedin the currentyear,theLegislatureappropriated51,000
in It~i. 9100 (Tax Rthie~of the budgetand specified,that the s1,000wasin lieu of any
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otherVLF backfill a~i’propdation~In theview of the LegislativeAnalyst this action
representsthe Legislature’spolicy determinationto spendanuinitnal amountonthe
bi~ck6]lin 2003-04atisentfurther appropriationsfor thispurpose.The administration’s
proposalto increase#urtding for thispurposeby $2.6billion reprtsentsamajorrevision
to legislativepolicy apdis completelydisproportionateto theamountof spending
authorizedby thebudget As such,theproposalaiternpts‘to trartsferçnSection 27.00
from abudgetadjustmenttool into analternativeto thebudgetprocess.

I) OF Inappropriatkzy AssumesLegislat~~rc’sA.ppvoprhztion Auth~irity.As noted
above,making approphations is solely the authority of theLegislature. Yet your
notification letter assertsthat you have“approved a. deficiencyapproprlafian” (~pl-t~-~
added)ol $25 billion. 4liven the hi-lieu appropriation, however,the Legislative Analyst
believesthe 1.egislatuxeh-asnot provided to the administration in thebudget actor
otherstateLaw, any appropriation authority which flOP ~in accessto cover this
‘proposedbackfill expense.Consequeatly,without a specific appropriation from the
Legislature, the Controller hasno authority to implenuentthe adininistration’s proposal.

TransfersRequire 30-Day Notifictrtion. As describedabove,the proposal fails to

meet thetests for a deficiency authorization. kiowever, evenif therequestwere lox a
legitimate deficiency, the administration appearsto believethat it cantrnplerrtent the
$149 iniflion in transferswithout a30-daynotification period aspart of Section27.00’s
esnergen~7provisions.Yet, Section2YJJO(b) providesno suchability to circumvent‘the
3D-dayperiod for transfers.Consequently,the adnt,istration is always obligatedto
wait the 30 daysbeforeimplementingbudgettransfersto avoid deficienciesunder
Section27~0O(b).

EunergennjCriteria Not Met Theemergencyprovisionof Section27.00has
historically beenusedto respondto specificandurgentincidenis—s-uchasnatural
d~sters.hi this case,the adndnistratinnhasnotput forth airy evidence of specific
disasteror peril. Rather,theadministrationrelieson a broadassertionthat the
reductionof local spendingwill impair public safety~You haveprovided no analysisof
individual local governxnattfinancesthat-would suggestaniuuninentthreat to health
or safety.If Theadministrationwereto providesuch ananalysis,the Legislaturehasin
thepast addressedindividual local govenuments’fl~j~ situations through
k’gislatiort specific to their needs.

otherAvenues Availabe to Address Issue
The administration’s proposal representsboth a flagrant misuseof Section 27.00and

a seriousirifringeutent of legislative powers. The decisionto provide ba’clcSfl revenues
to local governmentsis animportant legislative consideration.As you la’row, thereare
numerousbills pendingbefore the Legislature to addressthisproNent, ineludingthe
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unique situation ot a limited number of dUesandcountieswho faceparticular hardship
dueto their dispropordonatereliance onthe VLP. TheSection2Z00 process,however,is
not the appropriate Venuefor that decision.

Sincerely,

Wesl~Chcsbro

Chair

cc Membersof theJointLegislativeBudgetCommittee
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f/U E OF CAL IFORNIA
ECTIOM 28.00/2&50 APPUCATION
f -47 (REV 05197)

leasei-c orE dollars in iliousands.
~

EPARTMENT
MILD SUPPORT SERVICES

Is)ep~rtrru~ntof Firwnce

915- L S~r&et

Sacrarne~itc,CA S~-S14-
~

rrEM NOd - 1”NOTIFICATION [ETTRR TO LFGISLATLJRE-
FISCALYEAR - --

5115-101-0890 ~ 30 DAY NOT1C~ IJREOIJEST WAIVEROF 30DAY NOTICE

~QUESTE0 FUNDING ADJUSTMENT
~SEC liON 28.00 - fl SectIon

ut4DING (SPECIFY FUND)
—

175-101-0890

28.50
PROGRAM TITLE PER GOVERNOR’S BUDGET:
CHILD SUPPORT SERVICES

CURRENTLY REQUESTeD CHANGE TOTAL

~UOGEThD (4) OR (4

383,107 +19,800 402$07

FlECK APPROPRIATE DOX(ES)

1 PROVISIONS 1-4 OF SECTION 28(8) HAVE BEEN SAI1SFIED. (Provide additional Infornuationos necessaryi
ONE-TIME EXPENDITURE.

I ONGOING COMMITMO4T FROM THIS SOURCE.
1 STATE MA[CH~NGFUNDS REQUIRED. (U checked,explain underprogram proposaL)
I EXPENDITURE EITHER SUPPLEMENTS OR REPLACES AN EXISTING STATE-FUNDED PROGRAM - (if

checked,explain under program proposal.)

ZOGRAM PROPOSAL (Attach ad ditional information as necessary.)

TLE: - STATUTORY AUTHORITY~(State, t~deraI,asappropriate) -- -

crease FedeSAuthe~y
~~~_____

ZSCRIPTION~

~e DCSSrequestsincreasedFederalTrust Fund expendftureauthorityin Item 5175-101-0890.

IS’flflC.&fl0t4; (Must include needfor current year implementation and reasonitcani wait Nil next fiscalyear,)

te DCSS requests increased Federal Trust Fund expenditure authority of $1 9,800,000 pursuant to
‘ctjon 28,00 of the Budget Act of 2003. The $19.8 million Federal Trust Fund expenditure authority
a one-timerequestto match the $10.2million in county general funds or rerna~ninghealth incentive
n.ds identified by the Local Child Support Agencies(LCSA) in order to minimize the impact cit
joffs and staff reductions during the 2003/04fiscal year.
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Honorable WesleyChesbro,Chair Honorable JennyOropeza, Chair
Joint LegislativeBudgetCommittee AssemblyBudgetCommittee
SenateBudgetand Fiscal ReviewCommittee

HonorableUSeAlpert. Chair - Honorable Darrell Steinberg.Chair
SenateAppropriations Committee AssemblyAppropriationsCommittee

Section2&OO—Department of Child Support Services

Pursuant to the provisionsof Section28.00,BudgetAct of 2003, thefollowing report is
respectfullysubmitted.

The Department of Finance hasreceivedthe attachedSection28.00application from the
Departmentof Child Support SeMces(DCS$) for the purpose of increasing Federal Trust Fund
expenditure authorityby $19.8million in Item 5175-101-0890.

The Budget Act of 2003 included a reduction of $108.8million ($37 million General Fund) to
Local Child SupportAdministrationfunding. Subsequentto the enactmentof the Budget,a
number of counties have requestedto usecountyGeneralFund and remaining health Insurance
incentivesto partiallybackfill this reductionarid to draw down a federal match on thesefunds.
The aggregateamount of county funds that the countieshaveproposedto useis $10.2million.
In someinstances,theseadditionalcountyand federal funds may mitigate layoffs at the county
level. In order to draw down thefederalfunds to matchthe countyfunds, the DCSS requests
that increasedexpenditure authority be provided in Program1 OS1—Child Support
Administration.

We concurwith thenecessityof this changeto the approved budgetandWill be approving the
Section 28.00application not soonerthan 30 days fromthe abovedate,

If you have any questionsor needadditionalinformationregarding this matter, pleasecall
Mr. Don A. Rascon,Principal ProgramBudgetAnalyst, at (916)445-6423.

DONNA ARDUIN
Director
By:

Original Signedby:
Michael C. Genest

MICHAEL C. GENEST
Chief Deputy Director

Attachment
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cc: HonorableRichardAckerman,Vice Chair, SenateBudgetand Fiscal ReviewCommittee
Honorable John Carnpbefl,Vice Chair,AssemblyBudgetCommittee
Honorable WesleyOheèbro,Chair, SenateBudgetand FiScalReview

SubcommitleeNo. 3
Honorable JudyChu. Chair,AssemblyBudgetSubcommitteeNo. 1
Ms. E)izabeth.Hil,LegislativeAnalyst(S)
Mr. DannyAlvarez,StaffDirector,SenateBudgetandFiscalReview Committee
Ms. AnneMaiUand,StaffDirector,SenateAppropriationsCommittee
FiscalDirector,SenateMinority FiscalOffice
Ms. DianeCummins,SenatePresidentpm Tempore%Office
Mr. ChristopherW. Woods,ChiefConsultantAssemblyBudgetCommittee
Mr. Geoff Long, ChiefConsultant,AssemblyAppropriationsCommittee
Mi- PeterSchaafsma,StaffDirector,AssemblyMinority FiscalCommittee
Mr. Kevin Bassett,ChiefConsultant,AssemblyRepublicanLeader’sOffice
Mr. Craig Cornelt, Assembly Speaker’sOffIce (2)
Ms. Jan Sherwood,DeputyDirector,AdministrationDivision, Departmentof Child Support

Services
Ms. Annette Slier, AssistantDeputy Director, FinancIalServices
Mr. Gary Fujii, Chief, Financial Planning


